EP 63 The Cash Cycle 


The History Of How The Modern Central Banking Began 

In order to do money lending and banking, the Jews who lived in Europe, decided to lend money with 
interest attached. They essentially made money from nothing, it was not backed up. 

Many businesses started doing business with the jews, and those who were goldsmiths and money 
lenders themselves, made deposits to the banks owned by the jews. 

This is the beginning of their money lending system. 


The jew lenders eventually realized, they could make large sums of money by creating loans against 
properties by adding interest again, properties that did not belong to them. 
This system made them very rich. 


Paper money came into existence when, the jew money lenders issued credit notes [a credit note is a 
financial document which sellers provide to buyers, as a token of confirmation against registered 
returns] to depositors who began to trade the credit notes among themselves in commercial transactions 
[modern commercial banking]. 

The jews realized they could start creating money backed up by nothing. 

So they issued more credit notes with nothing backing them up, and put them into circulation as 
interest, which created debt [det]. 


The jews rationalized, no more than ten per cent of depositors would withdraw their assets at any one 
given time. 

They decided to issue credit notes up to ten times more than the amount of gold and silver they had 
deposited at their banks. 

The jew bankers in Europe became quite wealthy. 


The Creation of the Bank of England 

In 1694 England was broke, they suffered a defeat and more money was needed to finance the ongoing 
war with the french. 

A group of private financers led by Charles Montesquieu [following a proposal by the banker William 
Patterson, three years earlier] proposed they would create a central bank and they would be governor.. 
The long term banking privileges the financers had, is they would issue credit notes [backed by 
nothing] to the government. 

The first bank was set up in the city of London, and they had authority to create money at a national 
level with interest, which is the beginning of the Bank of England. 


HENRY FORD 


It is well enough that people of the 
nation do not understand our 
banking and monetary system, for if 


they did, | believe there would bea 
revolution before tomorrow 
morning. 


ond 


The History of USA's Federal Reserve And The Expansion 

The early 1900's would see the beginning of the US gaining dominance. 

After two failed attempts, a group of bankers wanted to try again, to create a central bank [federal 
reserve] in the US. 

In December of 1910 senator Nelson Aldrich [politician, leader of the republican party] took a private 
train with six other men: Paul Warburg, Frank Vanderlip, Benjamin Strong, Henry Davidson, Charles 
Norton, Abe Andrews. 

They travelled to Jekyll Island and met for nine days in secret. 


Because the federal reserve was a system congress would pass, and the citizens at the time did not want 
one either. 
The citizens knew what a federal reserve was, because it existed in England already. 
The system would cause wealth inequality, consequences between economic crashes, and the wealthy 
people would became more rich, while the other citizens became more poor. 

FRANK VANDERLIP 


| was as secretive - indeed, as furtive - as any 

conspirator. Discovery, we knew, simply must 
not happen, or else all our time and effort 
would be wasted. If it were to be exposed 
that our particular group had got together 


and written a banking bill, that bill would 
have no chance whatever of passage by 
Congress. 


nk A. Vanderlin 


The men Nelson Aldrich brought together, included the head of banks, branches of government, like 
the treasury, and some of the richest men at the time, and they created the Federal Reserve bill. 
These men wanted to give themselves the ability to create money from nothing, and then they would 
loan the money to the government with interest. 


They deceived the US citizens by letting the bankers fool them through disinformation. 


The newspaper said the bankers protested against the new federal reserve bill, claiming it would ruin 
them. 

People who read the newspaper and thought, if the bankers hate the idea, then it must be a good idea, 
and unknowingly supported a very bad idea. 

The bankers then fooled congress by putting clauses in the bill that claimed the Fed would have limited 
power, but later removed the clauses once the bill was passed. 


The Federal Reserve bill was passed on December 23" 1913, while most Congress members were on 
vacation. 

Now these small group of men had complete control over the issuing of the money, becoming a 
powerful entity in the process. 

After the Fed came into existence, the bankers lied to the citizens again. 

They said the purpose of the federal reserve system was to stabilize the economy and to stop the grip of 
the Wall Street banks over America. 


The Federal Reserve In The Modern World 

Alan Greenspan, former Fed chairman said, the federal reserve is an independent agency, and the 
government cannot overrule the actions of the Feds. The relationship with the government does not 
change what happens. 

The central bank of England and the US have federal reserves in all countries, which unites them under 
one economic policy, almost gaining world dominance. [Bank in London, England, so is Buckingham 
Palace, who lives there?] 

These countries don't have a federal reserve, North Korea, Iran, Cuba, Afghanistan, Iraq, and Libya. 


Since world war two the US dollar has been the reserve currency of the world, and all federal reserve 
hold the US dollar in each country, linking them to the currency policy of the US. 

After world war two [1944], the Bretton Woods system was born. 

This system guaranteed exchange between the US dollar and gold. 

Bretton Woods allowed the US dollar to be quite stable. 

The exchange rates were fixed year after year, predicting prices was easier as it was no longer 
fluctuating [consistently moving up and down]. 


What Is The Gold Standard [Bretton Woods]? 

Under Bretton Woods [gold standard], the currency unit was defined based on an amount of gold, like 
1/20 of an ounce of 10 grams. 

In the era of Bretton Woods, one ounce of gold equaled to $20.67 US dollars. 

The government did not need to be involved in the mining of gold, under the Bretton Woods system. 
The banks would give money and establish chequing accounts backed by gold, based on amount they 
received. 

This system also mean't people wouldn't have to carry their gold with them, but the Bretton Woods 
system was not mandatory, and the citizens had the option of depositing their gold. 

And Vice Versa, the money can redeemed for gold. 

The option to redeem for gold, guaranteed a person would have money, how much each person would 
receive is based on the amount of gold they deposited, and the Bretton Woods system was quite stable. 


The Post Bretton Woods Era — Once Again Money Back By Nothing 
In 1971 President Nixon claimed the US dollar was falling due to a gold shortage, and funding for the 
Vietnam War. 


And he took the US dollar off the gold standard, therefore Bretton Woods came to end 27 years later 
[1944]. 

Because under Bretton Woods it was not necessary for the government to intervene [they became 
irrelevant]. Also this system did not allow the Feds to issue more money. 


Since the US dollar is backed by nothing again, and the currencies in other countries and their federal 
reserve banks are back by the US dollar, this means all currencies are currently backed by nothing, 
known as ‘fiat currency’. 

Since all money is backed by nothing, whenever the federal reserve issues more money, they weaken 
the currency supply of all countries, as all feds are backed by the US dollar. 

All currencies are now worth less [the value decreases]. 

In recent years the federal reserve has issued trillions of dollars, meanwhile countries like Russia and 
China, have been selling US dollars and buying gold. 


Since every country's currency is backed by nothing, then how are people able to pay for goods and 
services? 

Because the feds are issuing more money to keep the economy flowing, but its a temporary solution, 
which needs more money to be issued over and over again. 


How The Federal Reserve Gives Money? 

When the government of each country takes money from the federal reserve, they give their Treasury 
Department an IOU [bond], through a bank the treasury sends the bond to the Feds. 

In return the Feds write a cheque, gives it to the treasury, through their bank, once the money is 
deposited, effectively the money is created and can be used by the governments. 

The money they create can be used as legal tender to buy goods and services, making its way into the 
real economy. 

Remember the Feds are ones issuing the money [backed by nothing] and distributing it, while the 
actual printing of the money happens at the Treasury's commercial bank. 


Fraud [intentional deceive [making you believe something is not true] in order to secure unfair, 
unlawful gain, preventing a victim of having/using legal rights]. 
BOSTON FEDERAL 


“When you or I write a check there must be sufficient 
funds in our account to cover the check, but when the 


Federal Reserve writes a check there is no bank deposit on 
which that check is drawn. When the Federal Reserve 


writes a check, it is creating money.” 


- Federal Reserve Bank of Boston, “Putting It Simply” (1984) 


Commercial Banking 

Creating money also occurs at the commercial banks [everyday banks]. 

When a person takes out a loan [mortgage] the banks create money, they are actually giving the 

individual more money than they have. 

Commercial banks are lending out 10 times more than the amount of money they have in the bank, 

known as fractional reserve banking. 

Which means the borrower is funding the bank, and has to pay back the bank with interest. 
GRAHAM TOWERS 


“Each and every time a bank makes a loan, new bank credit 
is created — new deposits — brand new money.” 


Graham F. Towers, Governor of the CBC (1934 to 1955) 


PAUL TUCKER 


“Banks extend credit by simply increasing the 


borrowing Customer's current account.” 


Paul Tucker, Deputy Governor of the BoE (2009 - 2013) 


The bank does not use deposited money from other people's account to give to the borrower, they make 
more money when the loan is issued. 

In modern times, the bank types in digits into the computer system [artificially inflating]. 

More money is digital, and people are carrying much less cash in their pockets. 


How Does The Money System Affect You? 

The consequence is when more loans are given out, more money is created, and the rest of the money 
that is already in circulation is worth less and less as the years go on, and this is know as inflation. 
Inflation is technically a tax and interest for the citizens, due to the excessive printing of money. 


Inflation is a general increase in the prices of goods and services. When the general price level rises, 
each unit of currency buys fewer goods and services, therefore inflation corresponds to a reduction in 
the purchasing power of money. 


Debt 
Even though the federal reserve creates money backed by nothing, they are also creating debt [det]. 
Taking out a loan is written as an asset in the bank as a negative value of money. 
Under the fed system, debt [det] is actually money. 
Debt is required in order for the money supply to grow. 
Countries and people are deeper in debt, which allows money to be created within the system. 
If governments and people stopped borrowing money, the debt system does not grow, the money 
supply chain shrinks and the system fails. 
MARRINER EEELES 


“If there were no debts in our money system, 


there wouldn't be any money." 


Marriner Eccles, Governor of the Fed (Quoted 1941) 


JP MORGAN 


“Gold is money. 
Everything else is credit.” 
- J.P. Morgan, 1912 


How Does The Federal Reserve Control Money? 

The Fed banks controls the money by adjusting the supply, and the cost of borrowing, known as the 
interest rate. 

With these tools the fed creates economic crashes at will, stall the economy, and mess with the 
economy. 


Example 

In 2000, Fed Chairman Alan Greenspan, cut interest rates to one per cent, to fight off a recession from 
the dot-com bubble, which was not seen since 1950. 

Greenspan's idea was to create a wealth effect [which worked], as the cut encouraged people to borrow 
money. 

Meaning when people took a mortgage, they saved more money, and paid back less on interest bundled 
with the mortgage. 


More people bought more houses, and people felt wealthier, therefore they spent more money towards 
the economy and stimulated it. 
Unfortunately too much people borrowed too much money, which led to the 2008 housing crash. 


Predatory lending targeting low-income homebuyers, excessive risk-taking by global financial 
institutions [banks], and the bursting of the housing bubble created a economic crash. 


Predatory lending refers to unethical practices conducted by lending organizations during a loan 
origination process that are unfair, deceptive, or fraudulent. 


